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Report to the Royalty Policy Committee
“Mineral Revenue Collection from Federal and Indian Lands and the
Outer Continental Shelf”

Near Term Recommendations

¢+ Recommendation 6-1: MMS should establish an RIK
Subcommiittee to the Royalty Policy Coammittee (RPC).
Issues that should be addressed include perfermance
penchmarks, velume verification and market positioning.

s Recommendation 6-=2: Providing apprepriate and visibie
OVErSIght fer the programi s a preemptive measure: o
address cencerns aneut MIVISI eperations.  The new:
Subcommittee recommended alboeve sheuldiconduct:
pPeredic reviews oif the' RIK pregran, heth comprenensive
and targeted; acecerding tera fixed schedule.” ese
reviewsisheuldiresuli 1R SPECIC FEcOmMERNdatIenSs: o)
considerauen by, therRPEC and as; appreprate: thelr:
transmittal te the Departmenit:




RIK Subcommittee Efforts

¢ Balanced Membership
Jim Steward — Designated Federal Officer (DFO)
Dan Riemer (chair) — USOGA
Erik Milito — API
Mary: Ann O'Malley: — BP
Dave Deal — Puldlic
Hareld Kemp — \Wyoeming
Patrick Lyoens — WSILLCA
Eleyd Phillips' — Sheshene/Arapahe Joint BUsIiness
Akhtar Zaman — The Navaje Natien

s Einalized Charter en April 241t

o News5 times via teleconierence (War 25, Apr 22, JunRt2, Jul 23
and AugrZ26)With Emphasis eR makket PeSItenIng



Subcommittee Issues List

¢ Title Transfer
¢ Risk of Loss During Delivery.

¢ Reimbursement Costs and Lessee
Controlled Pipelines

¢ Reimbursement Costs and Operator
Contrelicd Plipelines



Subcommittee Issues List Cont.

¢ Legal Authority for MMS to Take Away
from the EMP

¢ Information on Producer-Owned
TTranspoertation Costs

¢ Imbalances
¢ Reyalty Due on Retrograde

¢ MMS Take of Their Allocated Share of
Retregrade



| ease Review

In general, for Offshore Gulf of Mexico, there are 3 types of lease
agreements that address royalty in production or amount, whether the
lessee or lessor has the option of paying In amount or value, and whether
the lessee or lessor has the option of where delivery takes place.

1. Louisiana State Form Leases (Section 6) state that the lessee shall deliver in velume to
the lessor or may, at the lessee’s optien pay. in value.

2. DOI, BLM|, Lease Forms 4-1255 and 3380-1, beginning May: 1954 threugh
September 1969, state that the lessee will pay: therlessor in ameunt or value off production
PUt IS silenit as te which party makes that determination. When paid in production or
ameunt, deliveries;shall lbe made at the Lessee’s eption 1.) onl or iImmediately adjacent to
the leased area, without cost to LeSser or 2.) at & more convenient peint cleser te shore or
onshere, in which event the Lessee shall be entitled te reimbursement o) reasenable cost of
transpertng the reyalty, suldstance: te stch delivery peint.

3. DO, BEMZIVIMS Lease Forms 3380-1., 3300-1, MMS-2005 heginning Octeher 1969
thirough current; state that the lesseershall pay...in ameunit o) Value off preducten and the
lesse)rr shiall determine Whether productien reyalty shallfse paidiinr amoeunit er value. When
paidin production or ameunit deliveres shallllbe made’ at the' Lesser’s, option! 1.) 6l or
Immediatelyadjacent o) therleased area, Witheut cost te) Lesser or 20)l 2t e mere conveRient
POINt CIGSER 16) shore o enshore; In Which event therLessee shallflerentitied e
relmlrSEMmENt 0N reaspnable cost @ tiansperting therreyalty stlsstance ter stuch delivery,
peInt. Oneexcepuon o the aleyve: on the VIVIS=2005); Octoher 1988iversion regarding
deliveny ter & mere conveRienit point; this Version states that the [Lesseeimay be entitled to
reimbursement fior reasenaslercost of transpertinenstead el shall:
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Payment & Delivery Options

Payment Option

Delivery Option

Louisiana State
Form Leases
(Section 6)

Lessee shall deliver in
volume to Lessor, or
at the lessee’s option,
pay in value

No: provision for alternate
(o[ [\V/T gV

DOI, BLM, Lease
Forms 4-1255
ziple) &eiel0)=|

VIEN/A OO AN
SEpPLEMBERN1®69

Lessee will pay lessor
In amount or value of
preduction but IS
silent as; te which
party: makes that
determinatien:

When paid in production, deliveries shall
be made at the Lessee’s option 1) on or
immediately adjacent to the leased area,
WiIthout cost to Lessor or 2) at a more
convenient peint closer to shore or
onshoere, in which event the Lessee shall
be entitled te reimbursement for
reasoenable cost of transporting the
reyalty substance to such delivery point.

D@ BIEVI/AVIVIS
[FEESENEOHIS
S360-1, 3300-1,
MIMIS=2005.
Qetogar 1989
iplrfotie)n) Gliffenft

Lessee shall pay...in
amoeunter value of
preduction and the
lessor shall determine
WhHETHER preduchion
reyaly shiallNe paid
InFametniEerValle:

When paidin production; deliveres shall
e made at the Lessor's optien 1) enlor
Immediately adjacent te the leased area,
WItheUL COSE O LESSer OF 2) at' a more
convenient poeimt cleser te shoere or
onshoere, i whichreveni the lLessee shall
pPe entitled terrelmbursemenic ior
reasenable cost Off transpoerting the
reyalty sulbstance te such delivery point.




FERC Shipper Must Have Title Rule
Prohibited Buy/Sell Transactions

¢ FERC Regulation Background: - designed to prevent
the unauthorized brokering of pipeline capacity.

» RIK Exchange Agreemenits - MMS received a ene
year EERC walVer In| erder tor continue the
exchanges threugh early 2004

¢ Current RIK Pelicy - MIMS stafif clanifiied
transpertation guestionsiwith EERC regarding the
ShipREr must haver titierrulenn thesiall el 2007

9 Conclusion' — MNMSHSHR compliancewith EERE
regulations; regaraiing shipper must have title and
proRipItea Buy/SellFtransSacticons.
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Future Subcommittee Activity

¢ Continue addressing Iitems on Issues List.

¢ Discuss the merits of creating a “Code off Conduct”
o govern situations that are silent, or uncertain or
different depending on lease ferm.

9 Review perfiermance henchmarks:

9 SUlmMIt RGINGS and reEcommendatiens e the RPE
and VIRV eary inrthe: next Administration.
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